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Securities and Exchange Commission § 240.16a–8 

the Act if exempt from section 16(b) of 
the Act pursuant to § 240.16b–6(d).

NOTE TO § 240.16A–4: A purchase or sale re-
sulting from an exercise or conversion of a 
derivative security may be exempt from sec-
tion 16(b) of the Act pursuant to § 240.16b–3 or 
§ 240.16b–6(b).

[56 FR 7265, Feb. 21, 1991, as amended at 56 
FR 19927, May 1, 1991; 61 FR 30392, June 14, 
1996]

§ 240.16a–5 Odd-lot dealers. 

Transactions by an odd-lot dealer (a) 
in odd-lots as reasonably necessary to 
carry on odd-lot transactions, or (b) in 
round lots to offset odd-lot trans-
actions previously or simultaneously 
executed or reasonably anticipated in 
the usual course of business, shall be 
exempt from the provisions of section 
16(a) of the Act with respect to partici-
pation by such odd-lot dealer in such 
transaction.

§ 240.16a–6 Small acquisitions. 

(a) Any acquisition of an equity secu-
rity not exceeding $10,000 in market 
value, or of the right to acquire such 
securities, shall be reported on Form 5, 
subject to the following conditions: 

(1) Such acquisition, when aggre-
gated with other acquisitions of securi-
ties of the same class (including securi-
ties underlying derivative securities, 
but excluding acquisitions exempted by 
rule from section 16(b) or previously re-
ported on Form 4 or Form 5) within the 
prior six months, does not exceed a 
total of $10,000 in market value; and 

(2) The person making the acquisi-
tion does not within six months there-
after make any disposition, other than 
by a transaction exempt from section 
16(b) of the Act. 

(b) Should an acquisition no longer 
qualify for the reporting deferral in 
paragraph (a) of this section, all such 
acquisitions that have not yet been re-
ported shall be reported on a Form 4 
within ten days after the close of the 
calendar month in which the condi-
tions of paragraph (a) of this section 
are no longer met. 

[56 FR 7265, Feb. 21, 1991, as amended at 61 
FR 30392, June 14, 1996]

§ 240.16a–7 Transactions effected in 
connection with a distribution. 

(a) Any purchase and sale, or sale and 
purchase, of a security that is made in 
connection with the distribution of a 
substantial block of securities shall be 
exempt from the provisions of section 
16(a) of the Act, to the extent specified 
in this rule, subject to the following 
conditions: 

(1) The person effecting the trans-
action is engaged in the business of dis-
tributing securities and is partici-
pating in good faith, in the ordinary 
course of such business, in the distribu-
tion of such block of securities; and 

(2) The security involved in the 
transaction is: 

(i) Part of such block of securities 
and is acquired by the person effecting 
the transaction, with a view to dis-
tribution thereof, from the issuer or 
other person on whose behalf such se-
curities are being distributed or from a 
person who is participating in good 
faith in the distribution of such block 
of securities; or 

(ii) A security purchased in good 
faith by or for the account of the per-
son effecting the transaction for the 
purpose of stabilizing the market price 
of securities of the class being distrib-
uted or to cover an over-allotment or 
other short position created in connec-
tion with such distribution. 

(b) Each person participating in the 
transaction must qualify on an indi-
vidual basis for an exemption pursuant 
to this section.

§ 240.16a–8 Trusts. 
(a) Persons subject to section 16—(1) 

Trusts. A trust shall be subject to sec-
tion 16 of the Act with respect to secu-
rities of the issuer if the trust is a ben-
eficial owner, pursuant to § 240.16a–
1(a)(1), of more than ten percent of any 
class of equity securities of the issuer 
registered pursuant to section 12 of the 
Act (‘‘ten percent beneficial owner’’). 

(i) The trust is a beneficial owner, 
pursuant to § 240.16a–1(a)(1), of more 
than ten percent of any class of equity 
securities of the issuer registered pur-
suant to section 12 of the Act (‘‘ten 
percent beneficial owner’’); or 

(ii) The trustee otherwise is subject 
to section 16 of the Act and exercises or 
shares investment control over the 

VerDate May<23>2002 04:50 Jun 18, 2002 Jkt 197053 PO 00000 Frm 00381 Fmt 8010 Sfmt 8010 Y:\SGML\197053T.XXX pfrm72 PsN: 197053T


